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Honorable Board of Commissioners
Community Development Commission of the
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, California 90012

Dear Commissioners:

LOAN AGREEMENT WITH AMCAL MULTI-HOUSING, INC. AND WOMEN
ORGANIZING RESOURCES, KNOWLEDGE, AND SERVICES TO DEVELOP
AFFORDABLE HOUSING IN UNINCORPORATED EAST LOS ANGELES (1)

(3 Vote)

IT IS RECOMMENDED THAT YOUR BOARD:

1. Acting in the role of Responsible Agency for the Villa Serena Apartments
Project, to be located at 3887 East First Street and 115-121 North
Bonnie Beach Place in unincorporated East Los Angeles, certify that the
Commission has independently considered the attached Initial
Study/Mitigated Negative Declaration (IS/MND), prepared by the County
of Los Angeles, as lead agency, acting by and through the Department
of Regional Planning, and reached its own conclusions regarding the
environmental effects of the project; and find that the mitigation
measures identified in the IS/IMND, and the Environmental Assessment,
are adequate to avoid or reduce potential environmental impacts to
below significant levels.

2. Approve a 55-year Loan Agreement, attached hereto in substantially
final form, between the Community Development Commission and
AMCAL Multi-Housing, Inc. and Women Organizing Resources,
Knowledge, and Services, who will together form a Limited Partnership
(the Developer), for the development of Villa Serena Apartments,
consisting of 83 rental units for low-income and extremely low-income
households and two manager’s units.
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3. Authorize the Executive Director of the Commission to execute the Loan
Agreement, to be effective following approval as to form by County
Counsel and execution by all parties; and to use a maximum of
$4,438,658 in HOME Investment Partnerships (HOME) Program funds,
for pre-development, construction, and permanent financing of the Villa
Serena Apartments.

4. Authorize the Executive Director to set aside up to $443,866 in HOME
funds for unforeseen costs related to pre-development, construction and
permanent financing of the Villa Serena Apartments.

5. Authorize the Executive Director to execute all documents necessary to
subordinate the Commission’s loans to the permitted construction and
permanent financing.

6. Authorize the Executive Director to incorporate up to $4,438,658 in
HOME funds into the Commission’s Fiscal Year 2006-2007 approved
budget, for the purposes described above.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION:

The Loan Agreement will fund development of the project, which will provide 83 HOME-
assisted rental units for low-income and extremely low-income households and two
manager’s units.

FISCAL IMPACT/FINANCING:

There is no impact on the County general fund. The Commission will provide a
predevelopment, construction and permanent loan of up to $4,438,658 in HOME funds,
for the development of 19 two-bedroom units, 47 three-bedroom units and 17 four-
bedroom units. Two additional three-bedroom units will serve as manager’s units.

A ten percent contingency, in an amount of up to $443,866 in HOME funds, is being set
aside for unforeseen costs related to pre-development, construction and permanent
financing of the Villa Serena Apartments. )

The loan will accrue three percent simple interest annually. A portion of the loan,
$2.438,658, will convert to a HOME permanent loan, augmented by additional financing,
including a proposed loan of up to $2,000,000 in City of Industry Redevelopment
Housing Set-Aside Funds, a permanent loan of $4,618,247 from tax-exempt bond
proceeds, low-income housing tax credits of $11,489,287, a proposed $6,020,280 loan
from the Multifamily Housing Program of the State of California Department of Housing
and Community Development, a permanent loan of up to $335,267 from the Affordable
Housing Program of the Federal Home Loan Bank Board, and a deferred Developer
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Fee of $1,432,499. The permanent HOME loan has a 55-year term and will be
evidenced by a Promissory Note and secured by a Deed of Trust.

The estimated total development cost is $28,334,238. A Financial Analysis is provided
as Attachment A.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS:

This project was selected for funding through the Commission’s open HOME Request
for Proposals process. The $4,438,658 pre-development, construction and permanent
HOME Loan will be subordinated to the construction and permanent financing provided
by private financial institutions. The Developer consists of AMCAL Multi-Housing, Inc.,
a California for-profit corporation, and Women Organizing Resources, Knowledge, and
Services, a California non-profit public benefit corporation and a community housing
development organization.

The project, to be located at 3887 East 1% Street, and 115-121 Bonnie Beach Place in
unincorporated East Los Angeles, will consist of a complex of five apartment buildings
containing a total of 85 units, comprised of 19 two-bedroom units, 49 three-bedroom
units and 17 four-bedroom units. Thirty of the units will be reserved for extremely low-
income households with incomes that do not exceed 30 percent of the area median
income (AMI) for the Los Angeles-Long Beach Metropolitan Statistical Area (MSA),
adjusted for household size, as determined by the U.S. Department of Housing and
Urban Development (HUD). Fifty-three of the units will be reserved for low-income
households with incomes that do not exceed 60 percent of AMI. The two manager's
units will have no income restrictions.

The proposed project is being federally funded, and is not subject to the requirements of
the Greater Avenues for Independence (GAIN) Program and the General Relief
Opportunity for Work (GROW) Program, implemented by the County of Los Angeles.
Instead, the Developer must comply with Section 3 of the Housing and Community
Development Act of 1968, as amended, which requires-that employment and other
economic opportunities generated by certain HUD assistance be directed to low- and
very low-income persons, particularly to persons who are recipients of HUD housing
assistance.

I |

ENVIRONMENTAL DOCUMENTATION:

An Environmental Assessment was prepared for the project pursuant to the
requirements of the National Environmental Policy Act of 1969 (NEPA). This document
describes the proposed project, evaluates the potential environmental effects, and
describes the mitigation measures necessary to avoid potentially significant
environmental effects from the project. Based on the conclusions and findings of the
Environmental Assessment, a Finding of No Significant Impact was approved by the
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Community Development Commission on April 10, 2006. Following the required public
agency comment period, HUD issued a Release of Funds for the project on April 25,
2006.

As a responsible agency, and in accordance with the requirements of California
Environmental Quality Act (CEQA) Guidelines, the Commission reviewed the IS/MND
prepared by the County of Los Angeles and determined that the project will not have
significant adverse impact on the environment. The Commission’s consideration of the
IS/MND, the Environmental Assessment, and filing of the Notice of Determination,
satisfies CEQA Guidelines as stated in Article 7, Section 15096.

The environmental review record for this project is available for viewing by the public
during regular business hours at the Commission's main office, located at 2 Coral
Circle, Monterey Park.

IMPACT ON CURRENT PROJECT:

Approval of the Loan Agreement will increase the supply of affordable housing in the
County.

Respectfully submitted,

Biuttc [
J@%RLOS JACKSO‘;UILW
E

xecutive Director
CJ:fp

Attachments: 3



Attachment A

HOUSING FINANCIAL ANALYSIS
Villa Serena Apartments

The project consists of 85 units, 83 of which will be reserved for low-income and
extremely low-income households, and two units for on-site managers. The
project will be located at 3887 East First Street and 115-121 North Bonnie Beach
Place, in unincorporated East Los Angeles. The HOME-assisted units will be
reserved for low-income households whose incomes do not exceed 60 percent of
the Area Median Income (AMI) for the Los Angeles/Long Beach Metropolitan
-Statistical Area (MSA), as determined by the U.S. Department of Housing and
Urban Development (HUD) and for extremely low-income households, whose
household income is no more than 30 percent of AMI.

The following is a financial analysis of the project.

Uses
Total Development Cost

Sources

Construction Phase
Construction Loan (Tax-Exempt
bonds)

Low-income Housing Tax Credits
(Equity Investor)

Commission HOME Loan
Deferred Developer Fee

Total Construction Sources

Permanent Phase

Permanent Loan (Tax Exempt
bonds)

Low-income Housing Tax Credits
(Equity Investor)

City of Industry Loan
Commission HOME Loan
Multifamily Housing Program
Affordable Housing Program
Deferred Developer Fee

Total Permanent Sources

TOTAL

$28,334,238

$15,529,080

$6,434,001
$4,438,658
$1,932,499
$28,334,238

$4,618,247

$11,489,287
$2,000,000
$2,438,658
$6,020,280
$335,267
$1,432,499
$28,334,238

PER UNIT

$333,344

$182,695

$75,694
$52,220
$22,735
$333,344

$54,332

$135,168
$23,529
$28,690
$70,827
$3,944
$16,853
$333,344



HOME PROGRAM LOAN AGREEMENT (HE0090)

by and between the

COMMUNITY DEVELOPMENT COMMISSION
OF THE COUNTY OF LOS ANGELES

a public body corporate and politic

AND

AMCAL MULTI-HOUSING, INC.
a California for-profit corporation
and
WOMEN ORGANIZING RESOURCES, KNOWLEDGE AND SERVICES

a California nonprofit public benefit corporation

for a loan in the principal amount of up to

$4,438,658

, 2006
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LOAN AGREEMENT

Transaction Summary

Project Name: Villa Serena Apartments

Borrower Name: AMCAL Multi-Housing, Inc, a Califrornia for-profit corporation, and Women

Organizing Resources, Knowledge and Services, a California nonprofit public benefit

corporation

O Limited Partnership O LLC O Nonprofit Public Benefit Corporation XIOther _A
combination of a for-profit corporation and a non-profit corporation.

HOME Loan Amount: $ 4,438,658 Interest Rate: 3% simple, 10% Default

Repayment term: 55 years. Repayment type: XI residual receipts (_11.3%, or pro rata share

with  MHP, Industry and AHP )

Total Number of Units in Project: _85

Location (Jurisdiction): East Los Angeles Area

Site Acreage: _ 1.7 acres

Project Type: rental for O Seniors ____ years and older
O special needs (specify:

Number of HOME-assisted units 83

O Incorporated Unincorporated

Families
)

Use of HOME Loan Funds: O Acquisition XI Construction XIPermanent O Collateral Pledge

O Rehabilitation Pre-development

Affordability 55 years; No./size of HOME units, income levels: _ 83 HOME units.

0 Bedroom | 1 Bedroom | 2 Bedrooms | 3 Bedrooms | 4 Bedrooms | Totals
30% Income* 10 10 10 30
50% Income* 0
60% Income* 9 37 7 53
Mgr.’s Units 2 2
Totals 19 49 17 85

* Area Median Income

Other Project Financing Sources / Priority Relative to Commission Loan:

Note: Final funding amounts likely to change.

Xlsenior Ojunior Oparity/NA

Xlsenior Ojunior Oparity/NA

Osenior Ojunior Xlparity/NA

XIsenior Ojunior Oparity/NA

Osenior Xljunior Oparity/NA

Osenior Ojunior Xlparity/NA

(1)_Construction Loan — B Bonds - $10,910,833
(2) Permanent Loan — A Bonds -$ 4,618,247
(3) Tax Credit Equity - $11,489,287
(4)_MHP Loan -$ 6,020,280
(5)_AHP Loan -$ 335,267
(6)_HACOLA Industry Loan -$ 2,000,000
(7)_Deferred Developer Fee -$ 1,432,499

Xlsenior Ojunior Oparity/NA

The foregoing Transaction Summary is provided for the convenience of the parties. In case of
any conflict, the detailed terms below and/or in the attachments to this Loan Agreement shall

Villa Serena HOME Loan Agreement
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THIS LOAN AGREEMENT (“Agreement”) is made as of the day of , 2006, by
and between the COMMUNITY DEVELOPMENT COMMISSION OF THE COUNTY OF LOS
ANGELES, a public body corporate and politic (“Commission”), and AMCAL Multi-Housing, Inc.
California, a California for-profit corporation, and Women Organizing Resources, Knowledge, and
Services, a California nonprofit public benefit corporation, together (“Borrower”). The Commission
and Borrower are sometimes referred to collectively herein as the “Parties” and each individually as
a “Party.”

RECITALS

A. WHEREAS, Borrower desires to borrow the principal amount of FOUR MILLION FOUR
HUNDRED THIRTY EIGHT THOUSAND SIX HUNDRED FIFTY EIGHT Dollars ($4,438,658) (the
“HOME Loan”) from the Commission for the purpose of providing pre-development, construction
and permanent financing for an 85 unit multi-family development, also known as Villa Serena
Apartments. Said development will consist of 19 two-bedroom units, 47 three-bedroom units and
17 four-bedroom units reserved for low and very very low income families, with two three-bedroom
units reserved for on-site managers. The aforementioned housing development (“Project”) is
described in the Transaction Summary above, and as more particularly described in this
Agreement. The Commission’s source of funding for the HOME Loan is provided from the HOME
Investment Partnerships Program, 24 CFR Part 92 (‘HOME"). The Project will be developed on a
site (“Site”) commonly known as 3887 E. First Street, and 115 — 121 N. Bonnie Beach Place, Los
Angeles, CA 90065 , and legally described on Exhibit “B” to this Agreement. A detailed Project
description is attached hereto as Exhibit “F”, and reduced site plans and elevations for the Project
are attached as Exhibit “G”.

B. WHEREAS, other sources of financing for the Project are anticipated to include, but may not
be limited to (i) senior lien financing listed in the Transaction Summary above (“Senior Financing”),
to which the Commission shall expressly subordinate the lien of the Commission’s HOME Deed of
Trust; (i) financing junior in priority to the lien of the Commission’s HOME Deed of Trust as listed in
the Transaction Summary above (“Junior Financing”); and (iii) other financing sources listed in the
Transaction Summary above (“Other Financing”).

C. WHEREAS, development and operation of the Project on the terms and conditions provided
in this Agreement will provide affordable housing opportunities for persons of low or very low
income as described in the Transaction Summary above. If applicable, the Project will provide
supportive services to the extent described in Section 7 below and in Exhibit “N”.

E. WHEREAS, as more patrticularly provided below, Borrower will deliver to the Commission,
among other items, the "Deed of Trust", “Promissory Note” and the "CC&R's" (as those terms are
defined below) to, respectively, secure repayment of the HOME Loan by Borrower as provided
herein and to ensure that the affordability and habitability of the Project is maintained in accordance
with the terms of those instruments and this Agreement.

F. WHEREAS, the Commission desires to make the Loan to Borrower, on the terms and

conditions set forth herein.

NOW, THEREFORE, the Parties agree as follows:

Villa Serena HOME Loan Agreement
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LOAN
AGREEMENT

1.0 HOME LOAN.

Commission agrees, subject to the terms and conditions of this Agreement and in
consideration of the representations, covenants and obligations of Borrower contained in this
Agreement, to make the HOME Loan to Borrower, to be used solely for the purposes described
herein.

2.0 HOME PROMISSORY NOTE; HOME LOAN REPAYMENT.

2.1 Note.

As one of the conditions to disbursement of the HOME Loan to Borrower under
Section 6 below, Borrower shall execute a Promissory Note (the "Note") in the form of Exhibit "C"
attached hereto, which Note sets forth terms and conditions for the repayment of the HOME Loan.
The Note shall be secured by the “Deed of Trust” as provided below.

2.2 Basic Interest.

The disbursed and unpaid principal balance of the HOME Loan shall bear interest
commencing on the date on which such Loan proceeds are first disbursed for the account of
Borrower as provided herein, and ending on the date paid, at the rate of three percent (3%) per
annum, simple interest (“Basic Rate”). Interest shall be computed on the basis of actual number of
days elapsed and a three hundred sixty- (360-) day year. Notwithstanding the foregoing, and
without limiting any other remedy of the Commission, amounts not paid by Borrower when due shall
bear interest from the date due to the date paid at the rate of ten percent (10%) per annum (“Default
Rate”).

2.3 Payment Dates and Amounts.

As set forth in greater detail in the Note, Borrower shall repay the HOME Loan, together with
accrued interest at the Basic Rate in arrears, in annual installments on the 15" day of March of
each calendar year for the previous fiscal year, commencing on March 15, 2009. Absent
prepayment or acceleration, each of the annual payments due March 15, 2010 through and
including March 15, 2064 (“Maturity Date”) shall be in an amount equal to_eleven and three tenths
percent (11.3%) of “Residual Receipts” (as defined in the Note) for the prior calendar year. The
Housing Authority of the County of Los Angeles ("HACOLA”) will be entitled to receive nine and
twenty-five hundredths (9.25%) of Residual Receipts as repayment for the Industry permanent loan
it is providing to the Project. The California Department of Housing and Community Development
will receive twenty-seven and nine tenths percent (27.9%) of residual receipts for the Multifamily
Housing Program (“MHP”) loan that it is providing to the project, and the AHP program will be
entitled to receive one and fifty-five hundredths percent (1.55%) of Residual Receipts as repayment
for the permanent loan that it is providing. Finally, the Borrower will be entitled to receive fifty
percent (50%) of Residual Receipts. Residual Receipts shall be calculated and reported to
Commission annually for each fiscal year no later than March 15" of the following calendar year on
forms specified and provided by Commission from time to time. All calculations and records are
subject to audit by Commission.  Notwithstanding any other provision of the Note or this
Agreement, unless due sooner, the entire outstanding principal balance of the HOME Loan together
with any outstanding interest and any other sums payable under the Note shall be due and payable

Villa Serena HOME Loan Agreement
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in full on the Maturity Date.

The term of this Agreement (the “Term”) shall be from the date of this Agreement through
and including the Maturity Date; provided, however, that the use restrictions in Section 10 and the
nondiscrimination covenants in Section 11 shall extend beyond the Term as provided in those
sections.

2.4 Payments Due on Transfer or Refinance.

In addition to the payments provided in Section 2.3 above, and subject to the terms
of the Senior Financing, Borrower shall pay to Commission towards (but not to exceed) any
outstanding amounts associated with the HOME Loan, the “Applicable Percentage” of “Net
Proceeds” of an “Assignment”; and eleven and three tenths percent (11.3%) of “Net Refinancing
Proceeds” received from a “Refinancing”, as such terms are defined in the Note.

3.0 ACCELERATION.

Notwithstanding the payment terms set forth in Section 2 above, upon the occurrence of any
"Event of Default" as set forth in Section 15 below, the entire outstanding principal balance of the
Note, together with any outstanding interest and other amounts payable thereunder, shall, at the
election of Commission and upon notice to Borrower thereof, become immediately due and payable
without presentment, demand, protest or other notice of any kind, all of which are hereby waived by
Borrower.

4.0 PREPAYMENT; APPLICATION OF PAYMENTS.

At any time after the disbursement of the HOME Loan proceeds, Borrower may prepay all or
a portion of the unpaid principal amount of the HOME Loan and accrued interest and any other
sums outstanding without penalty.

Borrower hereby agrees and understands that the prepayment of the Note shall not relieve
Borrower of the duty to comply with the covenants described in Sections 9, 10, and 11 herein, and
such obligations and covenants shall remain in full force and effect pursuant to their terms. All
payments, including any prepayments or funds received upon acceleration pursuant to Section 3
above, shall be applied first toward any outstanding costs of collection or other amounts (excluding
HOME Loan principal or interest thereon) due under the Note or this Agreement, then toward
outstanding interest accrued at the “Default Rate” of ten percent (10%) per annum (simple interest),
if any, then toward outstanding interest accrued at the Basic Rate, if any, and finally toward the
remaining principal balance under the Note.

5.0 SECURITY AND SOURCE OF PAYMENT.

Borrower's obligation to repay the HOME Loan and any associated interest and other
amounts payable under this Agreement or the Note shall, at all times during which any amount
remains outstanding, be secured by the deed of trust (“Deed of Trust”), in the form of Exhibit “D”
attached hereto, recorded against Borrower's interest in the Site and the Project (collectively, the
"Property"). The security interest in the Property granted to Commission pursuant to the Deed of
Trust shall be subordinate only to the Senior Financing and such exceptions to title shown in the
title report for the Property which are approved in writing by Commission.

Except to the extent any Event of Default hereunder results directly or indirectly from any

Villa Serena HOME Loan Agreement
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willful misconduct, fraud or intentional and material misrepresentation by Borrower in connection
with this Agreement or the HOME Loan, the HOME Loan is a nonrecourse obligation of Borrower
and in the event of the occurrence of an Event of Default, Commission's only recourse under the
Deed of Trust shall be against the Property, the proceeds thereof, the rents and other income
arising from its use and occupancy as provided in the Deed of Trust, and any other collateral given
to Commission as security for repayment of the HOME Loan such that neither Borrower nor any
partner of Borrower shall have personal liability for repayment of the HOME Loan.

6.0 ESCROW; CONDITIONS TO FUNDING THE HOME LOAN.

6.1 Except to the extent Commission’s Executive Director directs in writing that some or
all of the disbursement and/or deliveries shall occur outside of Escrow, disbursement of the HOME
Loan proceeds in accordance with this Agreement, delivery of the executed Note to Commission,
and recordation of the Deed of Trust and other HOME Loan Documents (as defined in Section
6.2(5) below) to be recorded shall be carried out through an escrow account (“Escrow”) to be
established by the Parties with a title or escrow company (“Escrow Holder”) specifically approved in
writing for this transaction by Commission. Borrower shall obtain Commission’s approval of an
Escrow Holder and open Escrow not later than 90 days following execution of this Agreement. The
Parties may execute supplemental instructions to Escrow Holder consistent with the terms of this
Agreement, but in the event of a conflict between the terms of this Agreement and any
supplemental escrow instructions, the terms of this Agreement shall control. Except as otherwise
expressly provided herein, any fees and costs incurred by Escrow Holder in the performance of its
duties hereunder and agreed to be paid by the Parties shall be paid exclusively by Borrower.

6.2 The obligation of Commission to make disbursements of HOME Loan proceeds
under this Agreement shall be expressly subject to satisfaction of all of the following conditions
(collectively, the Closing Conditions) on or before the date (“Closing Deadline”) which is One
Hundred Eighty (180) days following the date of this Agreement.

(a) The execution of this Agreement by the Commission and Borrower, and
delivery of a fully-executed copy to Escrow Holder;

(b) Borrower’s due execution and deposit into Escrow of the Note;

(©) Borrower’s due execution (with notary acknowledgment) and deposit into
Escrow of the covenants, conditions and restrictions (“CC&R's") in the form attached hereto as
Exhibit “E”;

(d) Borrower’s due execution (with notary acknowledgment) and deposit into
Escrow of the Deed of Trust;

(e) Receipt by the Commission from Borrower of such other documents,
certifications and authorizations as are reasonably required by the Commission, in form and
substance satisfactory to the Commission, evidencing that (i) this Agreement, the Note, the Deed of
Trust, the CC&R's and all other documents given or executed in connection herewith (collectively
with this Agreement, the Note, the Deed of Trust and the CC&Rs, the "Loan Documents") are duly
and validly executed by Borrower and constitute the valid and enforceable obligation of Borrower
pursuant to the respective terms, and (ii) the execution and delivery of the Loan Documents, and
the performances thereunder by Borrower, will not breach or violate any law applicable or
governmental regulation to which Borrower is subject nor constitute a breach of or default under
any instrument or agreement to which Borrower may be a party;
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() First American Title, North American Title, Chicago Title, Stewart Title, or
another title company approved by the Commission (“Title Company”) shall have assured the
Commission in writing that upon recordation of the Deed of Trust there will be provided to the
Commission, at Borrower's sole expense, a lender's policy of title insurance (with customary
endorsements, including but not limited to Nos. 100, 103.7 and 116 and such other endorsements
as the Commission shall reasonably require) issued by the Title Insurance Company in the amount
of the HOME Loan, insuring the Commission's interest in the Property as beneficiary under the
Deed of Trust, and specifically insuring that the lien of the Deed of Trust and the CC&R’s against
the Property are subject only to the Senior Financing and any exceptions to title applicable to the
Property which were expressly approved in writing by the Commission (collectively with the Senior
Financing, “Permitted Senior Encumbrances”). Standard lender’s title insurance coverage (without
the need for a survey) will be accepted by the Commission unless another Project lender requires
extended coverage, in which case an ALTA extended coverage policy will also be provided to the
Commission;

(9) Borrower, the Commission, and any lender, creditor or lienholder with respect
to the Junior Financing and Other Financing which is of record in the Los Angeles County
Recorder’s office (if applicable) have each duly executed (with notary acknowledgment) and
deposited into Escrow for recordation at the Close of Escrow a subordination agreement
(“Subordination Agreement”) in the form attached hereto as Exhibit “M”, confirming the senior lien
priority of the Commission’s Deed of Trust;

(h) No Event of Default shall exist under this Agreement or under any agreement
or instrument relating to the Senior Financing, Other Financing, or Junior Financing, and Borrower
has demonstrated to the satisfaction of the Commission Executive Director (or his designee) that all
financing sources for rehabilitation and operation of the Project, including but not limited to
Borrower’s equity, are or will be available in sufficient amounts to provide for full and timely
completion and ongoing operation of the Project;

0] Borrower shall have commenced or be ready to commence Project
construction, and shall have furnished Commission with copies of (A) a contract for the Project
development (“Construction Contract”) entered into with a general contractor (“General Contractor”)
previously approved in writing by Commission; (B) a payment bond with respect to the Project
posted by the General Contractor which is in an amount not less than fifty percent (50%) of the
amount of the contract price identified in the Construction Contract, is issued by a surety reasonably
acceptable to Commission, is in form and content reasonably approved by Commission, has been
recorded in the Official Records of Los Angeles, and names Commission as an additional obligee;
and (C) a performance bond guaranteeing the completion of the Project development which is in
form and content reasonably approved by Commission, is issued by a surety reasonably acceptable
to Commission, and names Commission as an additional obligee and (D) shall have completed the
Commission’s Design Review Process in accordance with Exhibit (O); and. Not as a Closing
Condition, but as a covenant of Borrower, Borrower shall cause the Project construction work to
commence promptly, proceed diligently, and be fully completed as represented in Borrower’s
approved funding application to Commission, free of mechanics liens, and with a certificate of
occupancy from the applicable jurisdiction issued no later than [18] months following the Close of
Escrow.

()] Borrower shall have furnished Commission and obtained Commission’s
approval of all soils, geologic reports and other development related reports existing with respect to
the Site. Borrower hereby acknowledges that Commission’s review and approval of such reports
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and of any other contract, document or other matter under this Agreement is solely for the benefit of
Commission, and should not be relied upon as any assurance or warranty of the correctness,
adequacy or appropriateness of any such matter.

(K) Borrower shall have obtained Commission’s written approval of a
supplemental instruction to Escrow Holder specifying the applicable payees and uses of Loan
proceeds when disbursed by Escrow Holder for the account of Borrower pursuant to this
Agreement.

)] Borrower shall have furnished Commission with a certification from the
holders of any of the Senior Financing certifying that such holders consent to the Loan and that
Borrower is not in default under any loan comprised within the Senior Financing.

(m) Borrower shall have furnished Commission with evidence satisfactory to
Commission evidencing the coverages required by Section 9.8 below.

(n) Borrower shall have provided to the Commission, in form satisfactory to the
Commission, certified copies of (i) Borrower's governing partnership agreement, operating
agreement, or articles and bylaws, together with a certification by the managing member, managing
general partner, or president that such agreement or articles and bylaws has not been amended or
modified except as described in the certification (ii) a good standing certificate from the California
Secretary of State, certifying that Borrower is duly qualified and in good standing, and (iii) all other
documents necessary to evidence to the Commission’s satisfaction that the individuals and entities
executing this Agreement and the Loan Documents, and other entities on whose behalf such
documents are executed, are fully authorized to do so and to bind the respective entities, including
Borrower, to the terms hereof and thereof;

(0) Not as a Closing Condition, but at least 90 days prior occupancy and prior to
the commencement of tenant selection for the Project, Borrower shall have obtained the
Commission's written approval of an affirmative marketing plan, leasing guidelines, and a summary
of the rules, procedures and programs for the Project including specifically the procedures to be
employed by which the tenants of the assisted units (as defined in Section 10.1 below) in the
Project shall be selected in the event that, at any given time, the number of Eligible Households
applying to lease units at the Project exceeds the number of units available.

(P) Borrower has provided the Commission affirmative action and community
business enterprise plans in form satisfactory to the Commission;

() Borrower shall have furnished and obtained the Commission’s approval of an
operating plan and a Management Plan the Project. The Management Plan shall include a
preliminary Operating Budget in a format mandated by the Commission, approved by the
Commission at its sole discretion. In the event the preliminary Operating Budget is proposed for
revision at the time the Certificate of Occupancy is issued, any such revision must be approved by
the Commission at its sole discretion;

(N Borrower shall have furnished the Commission with evidence satisfactory to
the Commission evidencing the coverages required by Section 8.7 below;

6.3 When, and only when, Escrow Holder has confirmed that all of the Closing
Conditions (a), (b), (c), (d), (f), (g) and (i) of Section 6.2 above have been satisfied, and has
received written certification from the Commission’s Executive Director that all other Closing
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Conditions have been timely satisfied or waived, then Escrow Holder shall carry out the close of
Escrow (“Close of Escrow”) by:

0] causing the Deed of Trust, the CC&R's and the executed Subordination
Agreements (if any) to be recorded in the Official Records of Los Angeles County, California;

(i) delivering the executed original Note to the Commission;

(iii) causing the Title Policy to be issued to the Commission in the form and
amount specified above; and

(iv) promptly following recordation, delivering conformed copies of the recorded
documents to the Commission and Borrower.

6.5 The Close of Escrow shall not occur prior to satisfaction of all conditions precedent
to the closings for the Senior Financing and the Junior Financing. Notwithstanding any other
provision, Escrow Holder shall disburse proceeds of the HOME Loan prior to the closings for the
Senior Financing and the Junior Financing only if expressly directed by written instructions from the
Commission.

6.6 Time is of the essence with respect to the rights and obligations of the Parties under
this Agreement and if the Close of Escrow does not occur prior to the Closing Deadline, then the
Escrow shall terminate, and Escrow Holder shall promptly return all funds and documents to the
Party depositing them.

7.0 SUPPORTIVE SERVICES.

As an additional condition to obtaining the HOME Loan, Borrower agrees to provide
throughout the Term services as referenced in the approved HOME Application and its
amendments, as set forth in the form attached hereto as Exhibit “N”.

As more particularly provided therein, Exhibit “N” sets forth Borrower’s obligation to provide
supportive services for residents of the Project. Failure to comply with the terms of Exhibit “N” prior
to expiration of any applicable notice and cure period will be deemed to be a default under this
Agreement.

8.0 PURPOSE OF HOME LOAN.

The HOME Loan proceeds shall be used by Borrower only to provide financing for the Project.
In no event shall Borrower use or otherwise invest the proceeds of the